
 

The EPA annually reviews and assesses the soundness of state cleanup funds established to fulfill the federal 
financial responsibility (FR) requirement for owners/operators of federally regulated underground storage tanks. 
Our 2021 annual review and assessment of the North Carolina Commercial Underground Storage Tank Fund 
(UST Fund) follows below.   

The EPA and North Carolina Department of Environmental Quality (NCDEQ) noted, from FY11-FY16 spending 
outpaced UST Fund income; however, from FY17-FY18, this trend reversed. The UST Fund continues to increase 
in size. In FY21, the NCDEQ’s UST Fund total year-end balance was almost $87M.   

NCDEQ’s UST Fund is increasing, and the backlog has had significant reductions. EPA R4 and OUST will continue 
to monitor NC fund and determine whether it should remain on the watchlist. Due to changes implemented in 
the past 5 years, all facilities in NC’s backlog qualify to be funded from the UST Fund. There were approximately 
483 sites that were unfunded in 2020 and 818 sites that were unfunded in 2019.  

In FY22, NCDEQ received a supplemental cleanup grant in the amount of $300,000 from R4 to continue work on 
an initiative to reduce the number of previously unfunded, low risk (BR-19 sites). This additional funding will 
assist NCDEQ in reducing the backlog of low-risk sites. 

NCDEQ’s UST Fund has increased dramatically in the past 5 years. In FY17, the fund had $39M compared to 
FY21, with a fund amount of $87M. This is because average cost per cleanup continues to shrink. Much of this 
reduction is due to the type of sites NCDEQ is cleaning up, with some sites not having to pull from the fund 
because cleanup cost does not reach the deductible. NCDEQ has also put practices in place to review contractor 
work more closely and disallowing expensive remediation if it is not appropriate. To illustrate this, NCDEQ 
accomplished 963 federally regulated, fund eligible (FRFE) release cleanups in FY21 with only $9.8M in 
contractor reimbursement costs. It should be noted that the median cost of the cleanups is subject to change 
year over year due to the unpredictability of project closures. Larger, more costly cleanups will drive up median 
costs. 

The UST Fund’s continuing fulfillment of the federal FR requirement depends upon the steady reduction of the 
FRFE UST cleanup backlog. An adequate FR mechanism for owners and operators must have the ability to 
address releases in a timely manner. NCDEQ has been making steady progress in recent years in reducing the 
cleanup backlog, and from FY11-FY21 the FRFE backlog has been reduced by more than 44%. EPA is concerned 
with the level of stalled sites reported in FY21. NC reported 2,335 sites that did not receive payment in FY21. 
This is an improvement from last year number which was 2,709. In the state’s internal FY21 UST Fund report, it 
was estimated that fund liabilities for current fund eligible releases is approximately $466.2M. EPA continues to 
have concerns that future backlog reduction could slow to the point that the viability of the UST Fund as an FR 
mechanism may fall into question. Fund spending and site closure rates will be further analyzed in future fund 
soundness analysis.  

As stated above, NCDEQ continues to work on the low-risk BR-19 sites. This project began in October 2018. 
Additional cleanup grant money has been provided to NCDEQ including an additional $300,000 for FY22. NCDEQ 
was also able to secure $500,000 in annual funding for low-risk sites from state allocations. As of September 30, 
2021, North Carolina has cleaned up 1,207 backlog sites since FY19. This initiative will continue as there are 426 
sites that remain to be reevaluated. 

Annually, the NCDEQ UST Section authors a report to describe the condition of their UST Fund. As part of this, 
the UST Section provides recommendations to ensure a viable UST Fund in the future. A key recommendation to 
the NC Legislature was to “Investigate possible revenue enhancement mechanisms to enable the Commercial 



UST Fund to better meet projected future obligations including an increase in the motor fuels excise tax 
contribution to one cent per gallon or consider long-term transition from the Commercial Fund as the primary 
mechanism for owners of regulated USTs to meet federal financial responsibility requirements. In place of, or in 
conjunction with, a state-subsidized fund, owners and operators of newly installed or replaced or upgraded, 
regulated commercial UST systems could be required to use other financial responsibility mechanisms, such as 
private insurance, bonding, letters of credit or self-insurance”. 

Effective November 19, 2020, the funding prioritization schedule for the UST Fund has been adjusted to include 
all Intermediate Risk sites. Following this date, the NCDEQ UST Section began issuing Notices of Regulatory 
Requirement (NORRs) to responsible parties (RPs) for those inactive incidents that meet these criteria. The 
NORR specifically requires that site risk be reevaluated, and the groundwater sampled before any additional 
assessment or corrective actions may be approved. Because of this, the total amount of sites that do not qualify 
for funding based off their risk ranking is 0. This means that all sites qualify for funding.  

Lastly, North Carolina’s reported cleanup numbers vary from platform to platform. During the fund soundness 
annual review, North Carolina reported a total of 3,469 open FRFE releases at the end of 2021. However, the 
LUST 4 data that North Carolina reported at the end of FY21 was 2,555. North Carolina has begun to review their 
database and expects to have this completed in the third quarter of FY2022. It is estimated that a one-time edit 
to increase open FRFE releases by 600-700 in LUST-4 will be needed. This will increase NC’s backlog after the 
adjustment is made.   

Our 2021 annual review and assessment of the Excel workbook data submitted for this year’s annual state fund 
soundness analysis indicate the continued need to monitor NC UST Fund. However, the fund continues to 
increase in size, while site eligibility has expanded, and the BR-19 project between NCDEQ and EPA R4 has been 
successful in reducing low risk sites. It is imperative that this cooperation continue to further reduce the backlog. 
As in past years, North Carolina will keep EPA informed of any changes which may affect fund soundness during 
FY21. Changes in fund revenue or legislative changes that could materially affect the UST Fund could cause EPA 
to revisit the state’s situation prior to the next review cycle. Thank you for your time and thoughtful effort in 
collecting and reporting your state’s fund data. 

NC State Fund Soundness FY21 Review Comments 
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OUST Bottom Line Comments: 
Good backlog reduction. Fund has plenty of money – balance is increasing. Data indicate sizable number of LUST 
sites did not receive a payment. A small fraction of these is explained in the Refine Unpaid FRFE Estimate tab 
(353 out of 2335). BR-19 has produced tremendous results. That said, OUST suggests that NCDEQ and R4 look 
further into sites that did not receive a payment. Total spending is trending lower, which has contributed to 
increasing end of year balances. 


